Determinants of Malaysian stock returns in oil and gas industry by Nur Farhana, Abd Aziz
The copyright © of this thesis belongs to its rightful author and/or other copyright 
owner.  Copies can be accessed and downloaded for non-commercial or learning 
purposes without any charge and permission.  The thesis cannot be reproduced or 
quoted as a whole without the permission from its rightful owner.  No alteration or 
changes in format is allowed without permission from its rightful owner. 
 
 DETERMINANTS OF MALAYSIAN STOCK RETURNS IN OIL AND GAS 
INDUSTRY 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
By 
 
 
NUR FARHANA BINTI ABD AZIZ 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Thesis Submitted to 
 
Othman Yeop Abdullah Graduate School of Business, 
Universiti Utara Malaysia, 
In Partial Fulfillment of the Requirement for the Master of Sciences (Finance)
iii 
 
PERMISSION TO USE 
 
 
In presenting this dissertation/project paper in partial fulfillment of the requirements for a Post 
Graduate degree from the Universiti Utara Malaysia (UUM), I agree that the Library of this 
university may make it freely available for inspection. I further agree that permission for 
copying this dissertation/project paper in any manner, in whole or in part, for scholarly 
purposes may be granted  by  my  supervisor(s)  or  in  their  absence,  by  the  Dean  of  
Othman  Yeop  Abdullah Graduate School of Business where I did my dissertation/project 
paper. It is understood that any copying or publication or use of this dissertation/project paper 
parts of it for financial gain shall not be allowed without my written permission. It is also 
understood that due recognition shall be given to me and the UUM in any scholarly use which 
may be made of any material in my dissertation/project paper. 
Request for permission to copy or to make other use of materials in this 
dissertation/project paper in whole or in part should be addressed to: 
 
 
 
Dean of Othman Yeop Abdullah Graduate School of Business 
 
Universiti Utara Malaysia 
 
    06010 UUM Sintok 
 
     Kedah Darul Aman 
 
 
 
 
 
 
 
 
iv 
 
ABSTRACT 
 
 
 
 
This research paper documents the determinants of Malaysian stock return in oil and gas 
industry by eight factors that influence the stock return namely dividend-price ratio, earnings-
price ratio, price-to-book ratio, asset growth, company size, capital structure, unsystematic 
risk, and systematic risk using Pearson Correlation analysis and Standard Multiple Regression 
analysis model in the Malaysia stock market (Bursa Malaysia). The existence of these 
relationships is examined in terms of fourteen oil and gas public companies in Malaysia 
that are listed in Bursa Malaysia Berhad, and their performance throughout a recent five 
consecutive years (2010-2014). Through Pearson Correlation analysis, the researcher reports a 
strong relationship and high significance level between asset growth and stock return; capital 
structure and stock return; and price-to-book ratio and stock return. While a weak 
relationship and low significance level between systematic risk and stock return; 
unsystematic risk and stock return; company size and stock return. Capital structure and 
unsystematic risk are variables that have inverse relationship with stock return while other 
variables indicate positive relationship with stock return. Overall, asset growth shows the 
highest significance level and variance in stock return while the systematic risk shows the 
lowest significance level and variance in stock return. Through Standard Multiple 
Regression analysis, dividend-price ratio, earnings-price ratio, price-to-book ratio, asset 
growth, and capital structure correlate substantially with stock return. The Durbin-Watson 
statistics reports the existence of positive serial correlation, significant difference and small 
effect size in the study. Asset growth reports the strongest unique contribution variable in 
explaining the stock return. 
 
Keywords: return determinants, performance, dividend-price ratio, earnings-price ratio, price-
to-book ratio, asset growth, capital structure, unsystematic risk, and systematic risk. 
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ABSTRAK 
 
 
 
Kertas kajian ini mendokumentasi penentu pulangan saham Malaysia dalam industri minyak 
dan gas oleh lapan faktor yang mempengaruhi pulangan saham iaitu nisbah harga dividen, 
nisbah perolehan harga, nisbah harga kepada nilai buku, pertumbuhan aset, saiz syarikat, 
struktur modal, risiko tidak sistematik dan risiko sistematik menggunakan Pearson Correlation 
analisis dan Standard Multiple Regression model analisis dalam pasaran saham Malaysia 
(Bursa Malaysia). Kewujudan perhubungan ini diperiksa dalam soal empat belas buah minyak 
dan syarikat gas awam di Malaysia yang tersenarai dalam Bursa Malaysia Berhad dan prestasi 
mereka sepanjang lima tahun berturut-turut (2010-2014) baru-baru ini. Melalui Pearson 
Correlation analisis, penyelidik melaporkan satu perkaitan yang kukuh dan kepentingan besar 
menyamakan antara pertumbuhan aset dan pulangan saham; struktur modal dan pulangan 
saham; dan nisbah harga kepada nilai buku dan pulangan saham. Manakala satu perhubungan 
lemah dan aras keertian rendah antara risiko sistematik dan pulangan saham; risiko tidak 
sistematik dan pulangan saham; saiz syarikat dan pulangan saham. Struktur modal dan risiko 
tidak sistematik ialah pembolehubah yang mempunyai hubungan songsang dengan pulangan 
saham manakala pembolehubah-pembolehubah lain menunjukkan hubungan positif dengan 
pulangan saham. Keseluruhan, pertumbuhan aset menunjukkan aras keertian tertinggi dan 
varians dalam pulangan saham manakala risiko sistematik menunjukkan aras keertian terendah 
dan varians dalam pulangan saham. Melalui Standard Multiple Regression analisis, nisbah 
harga dividen, nisbah perolehan harga, nisbah harga kepada nilai buku, pertumbuhan aset dan 
struktur modal mengaitkan sebahagian besarnya dengan pulangan saham. Laporan statistik 
Durbin-Watson kewujudan korelasi bersiri positif, saiz perbezaan penting dan kesan yang 
sedikit dalam kajian. Pertumbuhan aset melaporkan sumbangan unik terkuat berubah-ubah 
dalam menjelaskan pulangan saham. 
 
 
Kata kunci: hasil penentu, prestasi, nisbah harga dividen, nisbah perolehan harga, nisbah harga 
kepada nilai buku, pertumbuhan aset, struktur modal, risiko tidak sistematik dan risiko 
sistematik. 
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CHAPTER 1 
INTRODUCTION 
1.1. Background of the Study 
Malaysia Business Forecast Report that includes 10-Year forecast from year 
2014 to year 2023 recorded that Malaysian real GDP (Gross Domestic Product) 
is seeing a compound annual average rate of 4.0% (8.3% in nominal United 
States dollar terms) for over the next decade (from year 2014 to year 2023) as a 
result of continuous business environment improvement and further ASEAN 
(Association of Southeast Asian Nations) economic integration due to strong 
demographic trends. Even though this is slightly below the 4.3% (10.5% in 
nominal United States dollar terms) rate which is seen over the past decade, 
lower growth of working age population and the rise of labor productivity growth 
are seen to be the greater impact. There are risks of the lofty level of household 
debt and uncertainty regarding the fiscal trajectory but luckily not seemingly 
derails the economic strong prospects. Businesses in Malaysia benefit from one 
of the most open foreign direct investment regimes in East Asia and excellent 
access to financing on local equity markets. Since year 2010, Malaysia has been 
liberalizing many sectors of the economy to encourage growth and innovation via 
removing restrictions on FDI (Foreign Direct Investment). Malaysia’s Economic 
Openness score of 79.8 out of 100, being in second place out of twenty nine 
countries, behind Hong Kong. This empirical study by BMI (Business Monitor  
 
The contents of 
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